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Abstract 

 

The differences in productivity among companies and countries are among the main 

subjects in the field of economics. One of the explanatory factors is the quality of 

management; having a positive influence on productivity. There are three different 

parts to focus on within management: monitoring, targets and incentives. This research 

focuses on the last. Talent Management (TM) practices entail how firms identify their 

key positions, how they manage their human capital, how they remove poor performers 

and how they reward and promote their high performers. The countries in this research 

show to have different quality levels of TM practices. In this paper, the importance of 

family, friends, leisure time, politics, work and religion have partly explained why 

certain countries have practices of better quality. These values have also proven to have 

an influence on productivity. Based on these results, companies are advised to take the 

predominant values within a country into account when formulating their management 

and productivity strategy. However, there remains a lot more research to be done to 

prepare companies for the war for talent.   

  



 

The Effect of Values on Talent Management Practices and Productivity    4 

 

The Effect of Values on Talent 

Management Practices and Productivity 

 

 “If we learn anything from the history of economic development, it is that culture makes all the 

difference” 

- Londes (1998)  

 

1. Introduction 

 

Productivity has been, and will probably always remain, one of the main subjects in the field 

of economics. Economists have been searching for answers to questions such as: what is the 

productivity of a firm? What influences this productivity and what can the firm do to increase 

it? But most importantly, why are there differences in productivity – not only between 

organizations but also between countries? (Hall & Jones, 1999). This research will help 

decipher this problem, not only by adding the factor of Talent Management practices, but also 

by looking at the effect of differences in values between countries.  

 

Managers can affect the decisions made about investments, finances and organizational issues 

within a company (Bertrand & Schoar, 2002). High performance managers are often 

associated with practices such as effective incentive systems, a high attention to skill 

development and the effective use of teams (Gibbons & Henderson, 2013). It is, therefore, 

expected that these management practices are more likely to be found at more productive 

companies. Part of management practices is focused on Talent Management. Since the ‘War 

for Talent’ (Chambers, Foulon, Handfield-Jones, Hankin & Michaels, 1998) a lot has been 

written about Talent Management. It remains an interesting and relevant topic, since there is 

an increasing shortage of useful and promising talent within organizations (Tarique & 

Schuler, 2010). Plus, the constantly changing cycles of business growth keep asking for 

different characteristics in new talent (Ashton & Morton, 2005).  

 

Previous articles have been directed towards the subject as to why there are differences in 

productivity and whether they can be explained by management practices. One of the 
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outcomes that is often received confirms that management practices indeed have an influence 

on productivity (Bloom, Dorgan, Dowdy & Van Reenen, 2007). But why are there still 

companies that do not adopt these superior management practices if they can increase 

productivity? The adaption and quality of management practices varies significantly between 

countries (Bloom & Van Reenen, 2010). Another characteristic that differs among countries is 

the importance of certain institutions. This paper will combine these observations to find the 

answer to the question:  

 

If the level of productivity of a company and the quality of Talent Management practices 

differ across countries, to what extend can the importance of values explain these differences? 

 

Finding the answer to this question will bring research one step further in the right direction in 

the challenge of explaining the differences in performance. It will help formulate better 

strategies for firms that are challenged with a low(er) productivity.  

 

To find the answer to this question, data is extracted from the databases of the World 

Management Survey, the World Values Survey and the European Values Survey. Six sub-

questions will divide the ultimate research question into smaller, more manageable, parts. 

With this data, conclusions will be drawn showing that differences in productivity, in Talent 

Management practices and in values among countries do appear to exist. Management 

practices influence productivity and both management practices and productivity are 

influenced by the importance of family, friends, leisure time, politics, work and religion 

within a country. However, some of these values have a larger influence than others.  

 

The subsequent chapter of this paper will set the background and provide the necessary theory 

for this research. Chapter 3 will describe the data that is used in this research and the 

empirical strategy that will be followed. The results will be described in Chapter 4 while 

Chapter 5 will discuss conclusions, limitations and several ideas that could be used in further 

research. 
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2. Theory 

 

2.1 Talent management 

Talent can be a source of competitive advantage for a company; that is, if it is properly 

identified, nurtured and used (Mellahi & Collings, 2010). The way to make the most out of 

the talent that is present in a company, is by using Talent Management  (TM) practices. Lewis 

& Heckman (2006) and Mellahi & Collings (2010) have summarized the three main 

descriptions in the literature about TM. The first main definition of TM is that it is a 

collection of different human resource management practices. These practices entail the 

formulation of incentives (such as remuneration systems, systems of appraisal, promotion and 

career advancement) and work organization (such as distribution of decision rights, job 

design, team work and information provision) (Bloom & Van Reenen, 2011). The second 

thought is that TM focuses on the concept and formation of talent pools to fill the most 

important positions within a company. And the last explanation focuses on the actual 

management of talent, how a firm can get the most out of their talented workers. Mellahi & 

Collings (2010) have also added a fourth view in their paper, which is very similar to the 

definition used by Cappelli (2008) and Collings & Mellahi (2009); TM is about identifying 

the positions within a firm that can potentially impact the competitive advantage. After 

identification, these positions need to be filled by developing a talent pool and by putting such 

human resource measures in place that talent wants to stay at the organization. This research 

will look at the TM practices that involve the identification of key positions, how firms 

manage human capital, how they remove poor performers and how they reward and promote 

high performers. 

 

As mentioned before, ever since ‘The War for Talent’ by Chambers et al. (1998), TM has 

been an important subject. The relationship between better TM and an increase in 

performance has become more explicit (Wellins, Smith & Erker, 2009). However, in the 

paper in the McKinsey Quarterly about the struggle for talent it became clear that many 

companies are not prepared to ‘fight’ for their talented employees. The major challenge for 

firms is to attract and retain the right, talented people (Cappelli, 2008; Chambers et al., 1998; 

Mellahi & Collings, 2010). One of the factors that complicates the search for talent is that the 

group of talented workers is shrinking while talented workers have to be more sophisticated 

than before due to the current complex and dynamic economic environment (Chambers et al., 



 

The Effect of Values on Talent Management Practices and Productivity    7 

 

1998; Wellins, et al., 2009). Large companies are no longer the only buyers on the talent 

market, as small- and medium-sized firms also have their eyes on the ‘price’. Not only do 

boards and the economic environment require more from the employees, but employees 

themselves have changing and increasing expectations of their job (Wellins et al., 2009).  

Combined with an increase in mobility, both in switching jobs and in switching countries; the 

hunt for talent has turned into a severe battle. These challenges for TM are also reflected in 

the 2014 survey among business leaders and HR professionals conducted by Right 

Management
1
. They identified five major struggles, including the lack of skilled talent not 

only for key positions but also on all other levels within a firm; the lack of employee 

engagement; too few employees with leadership potential and losing potential leaders to other 

organizations (Right Management, 2014). In 1998, Chambers et al. advised companies to 

make TM a top priority, to refine a clear employee value proposition
2
, to look closely at how 

to recruit talent and to develop a strategy to aggressively develop the talent of existing 

workers. Ten years later, Guthridge, Komm & Lawson (2008) state in the McKinsey 

Quarterly that the war for talent has not ended yet, and might even have become worse. 

However, the strategy to win this war has changed. It is more important to think long- instead 

of short-term, by not just paying attention to the top performers of the company but to all 

employees, by refining a number of value propositions because different people have different 

motives to work for a company and by giving human resources additional capabilities and 

resources to properly do their work (Guthridge et al., 2008). Important is especially that 

different workers require different ways of approaching them (Ulrich & Smallwood, 2012), 

which is why different value propositions are essential.  

 

Management practices vary across firms and countries in both quantity and quality (Bloom & 

Van Reenen, 2010). On average, more competition in a market leads to better management 

practices (Bloom, Genakos, Sadun & Van Reenen, 2012; Bloom & Van Reenen, 2010). When 

economical times are hard, organizations are also more likely to adopt new measures as 

Bloom et al. (2012) find in their study of the World Management Survey. Other known 

influences of management practices are the level of labor regulation in a country, the 

                                                      
1 Right Management is a part of ManpowerGroup, a company that offers workforce solutions 

http://www.right.com/    
2 A employee value proposition identifies why a person would want to work for your company. If you keep this 

in mind, you can organize your company such that you attract the right people. 

http://www.right.com/
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ownership structure and status of a company, the level of education of both employees and  

managers and the information that is available to the company (Bloom et al., 2007).  

 

Firms and countries specialize in different aspects of TM; management practices are not one 

size fits all (Gibbons & Henderson, 2013; Ansari, Reinecke & Spaan, 2014). Organizations in 

the United States are for instance very good in either ‘fixing’ or firing bad performers (Bloom 

et al., 2012; Bloom & Van Reenen, 2010;  Bloom, Sadun & Van Reenen, 2007; Bloom, 

Homkes, Sadun & Van Reenen, 2011). On average they have very strong TM practices and 

managers receive a lot of freedom. In Northern Europe, managers experience a similar 

freedom while the control is more centered in Southern European countries. In a country such 

as Brazil, differences can be seen between companies in richer areas and those who are 

located in less developed regions; the previous having better management practices (Bloom & 

Van Reenen, 2012).  

 

According to Right Management (2014) the best TM practices are about assessing the talent 

that you need, developing this talent and activating this talent by listening and engaging. With 

these it would be possible to create a ‘culture of high performance’ (Kuppler, 2014). Wellins 

et al. (2009) identified what according to them are the nine practices that lead to effective and 

thus better TM: 

 

1. Start with the end in mind – talent strategy must be tightly aligned with business strategy 

2. TM professionals need to move from a seat at the table to setting the table 

3. Need to know what you’re looking for – formulate success profiles 

4. Talent pipeline is only as strong as its weakest link 

5. TM is not a democracy – focus on the high potential leaders and those who create value 

6. Potential, performance and readiness are not the same thing 

7. TM is about putting the right people in the right jobs 

8. TM is about the hows more than the whats 

9. Software is not the same thing as TM 

Source: Nine best practices for effective talent management, Wellins, Smith & Erker (2009) 

 

One of the difficulties is that optimal human resource practices do not stay the same, but they 

can, and already have, changed over time (Bloom & Van Reenen, 2011). Some practices have 

always been the best but others may have become optimal because of a change in the 
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economical environment. In Bloom & Van Reenen (2011), the authors explain the differences 

in management practices by viewing it as technology. Managerial technology, just like all 

technologies, will have an adaption curve. Not all organizations will adapt to the best 

strategies at the same time. Also, it might be very hard to adapt to new strategies because 

many practices no not rely on classic contracts but on relational contracts, which are based on 

the relationship and trust between an employee and a company. These contracts are hard to 

build and/or change (Gibbons & Henderson, 2013). 

 

2.2 Productivity differences 

Not only are there differences in the management practices of firms and countries, there are 

also differences in productivity levels (Bartelsman & Doms, 2000). This may seem irrational 

as according to standard economic theory, inefficient firms should not be able to survive in 

the market. However, even after controlling for all possible factors, Chew, Clark & Bresnahan 

(1990) show that there are differences in productivity, and they are persistent. It has been 

shown that if a firm has a high productivity today, it is most likely to have a high productivity 

in the future and vice versa for low productivity (Bartelsman & Doms, 2000; Syverson, 2010). 

It is important to look at these productivity differences because an increased productivity 

means that there is a larger total pie of outputs that can be shared among all possible 

stakeholders (Gibbons & Henderson, 2013). According to Bartelsman & Doms (2000), in 

their review of productivity movement research, a large part of differences in productivity is 

caused by the way in which resources are allocated. Different ways in which productivity can 

be increased includes investment in hard technology, skills and management practices 

(Gibbons & Henderson, 2013; Syverson, 2010). These factors are in their turn influenced by 

competition, globalization, regulation and governmental policies, legal structures and culture 

(Bloom & Van Reenen, 2012).  

 

Better management practices are often associated with a higher productivity (Bloom & Van 

Reenen, 2007; Bloom & Van Reenen, 2010; Gibbons & Henderson, 2013). In their study of 

the World Management Survey, Bloom & Van Reenen (2011) found that there is a correlation 

between a higher score on the management variable and the productivity of a firm. However, 

it is not expected that each single management practice would make a difference as each firm 

should have their own optimal strategy. But since it is shown that certain management 

practices have a positive influence on productivity, why do not all organizations adapt these 
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particular practices into their own strategy? This would be a very straightforward course of 

action. According to Bloom & Van Reenen (2007; 2011), this is because of the costs of 

implementing new practices, the effort that it will take and the heterogeneity between 

organizations. There are certain differences between firms and countries that are rooted very 

deeply. These can be the result of imperfectly competitive markets, where firms can have 

different efficiency levels and still survive in equilibrium (Bloom & Van Reenen, 2011; 

Syverson, 2010), but also because of differences in ownership, regulations and informational 

barriers. There might also be a resistance either among workers or managers to switch to a 

new system. This resistance can increase switching costs, making it less profitable to adapt to 

a different practice (Ichniowksi, Shaw & Prennushi, 1995). The resistance can be based on a 

number of things. Many of these issues can be traced back to differences in culture and 

values. Additionally, if a firm wants to introduce new management practices, they have to be 

careful to take the synergies of these practices into account. Ichniowski et al. (1995) in their 

study of productivity improvement in steel production plants, showed that new practices only 

work when they are introduced as a bundle, and not individually. These synergies between 

practices are important and crucial for the success of TM practices (Black & Lynch, 2001) 

 

2.3 Differences in values 

The behavior of people, and thus the decisions of managers and the reaction of employees, is 

influenced by their culture (Inglehart & Welzel, 2004). Culture can be described as “the 

customary beliefs, values, and social constraints that ethnic, religious and social groups transit 

fairly unchanged from generation to generation” (Sapienza, Zingales & Guiso, 2006). 

Economists have many different opinions about the influence of culture on the economic 

environment, the level of its influence and how this influence works; however, predominantly 

it is believed that there is a clear effect which is persistent (Sapienza et al., 2006). Or, as 

Londes (1998) puts it: “if we learn anything from the history of economic development, it is 

that culture makes all the difference”.  

 

Culture can influence the economy by forming the priors that are used in transactions – when 

dealing with someone for the first time you have nothing else but priors to depend on when 

deciding whether you can trust someone and how you should behave during the interaction 

(Sapienza et al., 2006). Priors are formed based on preferences and constraints, which are 
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highly influenced by culture through socialization and introducing what is right and what will 

be punished (Sapienza et al., 2006). 

 

One of the determinants of behavior and culture is values. But what are values? Values are 

what people think is important and the relative weight they appoint to these things
3
. There are 

two main waves of economic development in the world that influence changes in (world) 

values (Inglehart, 2006). These two waves are the transition from agrarian societies to 

industrial societies and from industrial societies to post-industrial or knowledge societies. 

Developing countries such as India, Brazil and China are currently experiencing the first kind 

of development while economic advanced societies
4
 are already in the post-industrial stage 

(Inglehart, 2006).  

 

From Ingleharts article (2006) it can be learned that during the development from an agrarian 

to an industrial society, values change from being traditional to secular-rational. Traditional 

values are predominately based on religion, authority, the ties between parent and child, moral 

standards and patriotism and nationalism. Traditional values have a negative attitude towards 

the concept of divorce, abortion, euthanasia and suicide. Secular-rational values entail all of 

the opposites from the traditional values. With the change from traditional values to secular-

rational values, there is an increase in secularization of the authorities, bureaucratization, 

standardization and centralization. 

 

During the second development, from an industrial society to a post-industrial/knowledge 

society, the values change from survival to self-expression values. The first are focused on 

economic and physical survival, this includes very traditional gender roles and high 

importance on work ethics. Survival values further entail intolerance towards minority groups 

such as foreigners and homosexuals (Inglehart, 2006). Self-expression values on the other 

hand are more focused on subjective wellbeing and the quality of life. Children are taught that 

interpersonal trust, imagination and tolerance are of high importance. When people do not 

have to worry about their basic needs, there is room for development and self-expression 

(Inglehart, 2006). This stimulates democracy and increases emancipation.  

 

                                                      
3 Based on the definition in the Merriam-Webster dictionary 
4 Such as countries in Western Europe and the United States 
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However, values are only partly influenced by the changes in economic environment, as part 

of the values is more constant. The value system of countries relies also on the predominant 

religious tradition, colonial history of a country and other major historical factors (Inglehart, 

2006). It is for this reason that countries have shown robustness in their level of values over 

the different waves of the European and World Value Surveys.  

 

The European and World Value Surveys are developed to research beliefs and values in 

different countries all over the world. These surveys will also be used in this research
5
. Based 

on the results of these surveys Inglehart & Welzel (2004) have developed a Global Cultural 

Map. This graph plots 80 different countries based on their scores for traditional/secular-

rational and survival/self expression values. Graph 1 shows the map based on the results of 

the surveys in 2000. There are two ways to explain why certain countries score the way they 

do on this map, part of the explanation is economic and part is based on historical 

background. First of all, the level of GNP gives an indication about where countries are in 

their economic transition. As a result, the countries that have a high GNP can be found in the 

upper right corner; they score high on the self-expression values and on the secular-rational 

values. These are more post-industrial, knowledge societies. Countries with a lower GNP 

typically score more in the lower left corner, having more traditional and survival values 

(Inglehart, 2006). However the constant part, the part that is influenced by the historical 

background of a country, can explain why countries that have the same cultural background 

but different economic environments can be found ‘grouped together’. A very clear example 

is that the group of countries that were influenced by communism typically score high for 

secular-rational and survival values (Inglehart, 2006). This has partly to do with their 

economic status but more so with the period in time that has left a definitive mark on their 

culture. 

                                                      
5 A more elaborate description of the surveys can be found in chapter 3 about data. 
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Graph 1: Global Cultural Map, Inglehart & Welzel (2004) 

 

3. Data and Empirical Strategy 

 

This section of the paper will describe the extracted data and explain how the data was edited. 

Subsequently, the outline of the empirical strategy will be discussed, including the different 

sub-questions that are used to answer the research question.   

 

3.1 Data 

The data from this research was extracted from three surveys: the World Management Survey, 

the World Values Survey and the European Values Survey. 

 

3.1.1. World Management Survey 

The World Management Survey (WMS) is a tool that is designed to collect data on 

management practices at medium-sized firms in a number of countries across the world. The 

tool is developed by McKinsey & Company in coordination with Bloom & Van Reenen 

(2007). The survey attempts to put a measure on ‘good management’ in three areas: 

monitoring, targets and incentives. This research will focus on the last area, which includes 

how organizations reward and promote their best performers and how they handle 



 

The Effect of Values on Talent Management Practices and Productivity    14 

 

underperformers. The survey was conducted by MBA-students and targeted at senior 

managers that should have a good knowledge of the practices used within a company (Bloom 

& Van Reenen, 2010). In order to keep possible biases to a minimum, a ‘double-blind 

technique’ was used during the interviews. The interviewees were asked open-ended 

questions and they were unaware that their answers would be scored on a scale from 1 (‘worst 

practice’) to 5 (‘best practice’). The interviewers in turn did not have any information on the 

organization that they were interviewing apart from some basics such as name, industry and 

phone number. They did not know whether the firm had a high productivity or not. The 

organizations participating in the survey were medium-sized, such that human resource 

practices are of importance but that the interviewer would not be familiar with the firm 

(Bloom & Van Reenen, 2010). An overview of all the questions of the WMS can be found in 

appendix 7.1
6
.  

 

Use has been made of the data collected between 2004-2010. The log of sales
7
 is a very basic 

measurement of firm productivity (Bloom & Van Reenen, 2010), so this will be used as the 

productivity variable. TM is measured on six different dimensions:  

 

Managing Human Capital The quality of overall importance of TM within the organization 

Rewarding High Performers How the firm identifies high performance and how they reward it 

Removing Poor Performers How capable is the company in dealing with underperformance 

Promoting High Performers How does the company decide who is promoted 

Attracting Human Captial How strong is the employee value proposition 

Retaining Human Capital What does the company do to keep their top talent engaged 

 

The companies included in the WMS are located in the following 18 countries: Argentina, 

Australia, Brazil, Canada, Chile, China, France, Germany, Great Britain, Greece, Italy, Japan, 

Northern Ireland, Poland, Portugal, Republic of Ireland, Sweden and the United States. This 

gives a reasonably overview of countries that are considered emerging and countries that are 

considered established economies.  

 

 

                                                      
6 A more elaborate description of the WMS can be found in Bloom & Van Reenen, 2007; or via 

www.worldmanagementsurvey.org  
7 In US dollars 

http://www.worldmanagementsurvey.org/
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3.1.2. European and World Values Surveys 

The European and World Values Surveys are tools designed to give insight in basic human 

values, and compare these values across countries (Inglehart et al. 2000). They provide some 

understanding into how people think about important subjects such as family, friends, politics, 

work and religion. The European Values Survey (EVS) was first developed in 1981 but was 

soon extended to include more countries, resulting into the development of the World Value 

Survey (WVS). The surveys are currently distributed in almost 100 countries to include as 

much of the world population as possible. Over the years, each wave has been designed to 

reach a wider range of countries than the previous. The minimal sample of one society is 1000 

respondents of 18 years and older. Large surveys such as the EVS and WVS that reach over 

several countries can give good insights into human behavior (Ingelhart & Welzel, 2004). 

However, they have to be designed carefully and conducted with even more caution. The 

questions of the surveys follow the previously mentioned traditional versus secular-rational 

values and survival versus self-expression values. Social scientists can send in new ideas for 

questions for the survey and questions that have not been proven useful in previous waves are 

omitted. The survey is developed in English, however in some countries a translation of the 

original template is used. The surveys are conducted during face-to-face or phone interviews
8
. 

 

For this research, the values from the same countries as used in the WMS were needed. Not 

all of these countries were represented in the WVS so the WVS had to be supplemented with 

the EVS. Use has been made of wave 5 (2005-2008) of the WVS and of the EVS use has been 

made of survey 2008; these two surveys were most compatible with each other and the 

WMS
9
. The values that are used from the EVS and WVS concern the importance of family, 

friends, leisure time, politics, work and religion. Respondents to the questionnaire had to 

answer whether they would say that a certain institution was very important (1) or not at all 

important (4). The answers have been inverted such that a higher number indicates a higher 

importance. The respondents that have answered ‘don’t know’, ‘no answer’ or ‘not 

applicable’ have been dropped from the sample used. The values were collapsed based on 

country so each of the 18 countries used in this research has one mean for each value
10

.  

                                                      
8 A more elaborate explanation of the EVS and MVS can be found in Inglehart et al, 2000; or via 

www.europeanvaluesstudy.eu and www.worldvaluessurvey.org  
9 From the WVS: Brazil (survey in 2006), Canada (2005), China (2007), France (2006), Germany (2006), Italy 

(2005), Poland (2005), Sweden (2006), United Kingdom (2005) and United States (2006). From the EVS (2008): 

Greece, Ireland and Portugal 
10 An overview of the mean of each value for each country can be found in appendix 7.2. 

http://www.europeanvaluesstudy.eu/
http://www.worldvaluessurvey.org/
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The WMS and WVS/EVS were combined such that each company showed the mean of each 

value corresponding to its country. This has led to a total of 6.339 observations.   

 

3.2 Empirical Strategy 

The main question of this research is that if the level of productivity and quality of 

management practices differ across countries, to what extend can values explain these 

differences? The answer to this main question is researched by looking at the following six 

sub questions about the dataset: 

1. Are there differences in productivity among countries in the dataset? 

2. Are there differences in Talent Management practices among countries in the dataset? 

3. Can the differences in Talent Management explain the differences in productivity 

between countries? 

4. Are there differences in values among countries in the dataset? 

5. Can the differences in values explain the differences in Talent Management practices?  

6. Can the difference in values explain the difference in productivity? 

 

The first question will be answered using the average productivity (described by the mean log 

of sales) of the countries in the sample. The differences in talent management among 

countries will be evaluated by looking at each of the six talent practices and at the average 

management variable constructed by the WMS.  

 

To find the effect of management and TM on the productivity of a company, this research 

uses the following regression where Sales is the log of sales, f are the individual firms, c are 

the different countries, Management is the average management score and X are the 

additional factors influencing sales.  

                                   

Variable X includes the following factors: the industry the firm is in, the log value of tangible 

fixed assets, the log of total percentage of employees with a degree, the log of employees and 

the reliability of the interview conducted (including who the interviewer was etc.). After this 

regression, the effect of each of the TM practices on the sales of the company will be 

calculated including the controlling variables in X. The standard errors are clustered on 

country and a dummy for country is included. 
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The differences in values among countries will focus on the importance of family, friends, 

leisure time, politics, work and religion. The means of these values will be compared in order 

to see if there are differences among countries. In determining whether differences in values 

can explain the differences in talent management, use will be made of the following 

regression:  

                     

 

The effect of the differences in values on the differences in productivity will be evaluated 

with the following regression, where Sales is the log of sales, Value are the importance of 

family, friends, leisure time, politics, work and religion within a country and X are additional 

factors influencing the sales.  

                               

 

4. Results 

 
If there are no productivity differences between the countries in the dataset, there would be no 

reason to look at what causes these differences. Based on previous papers that used similar 

datasets, differences between countries are indeed expected to be present. The productivity of 

the countries is compared by looking at the log of sales in US dollars, a basic measurement of 

productivity. As can be clearly seen in graph 1, there are indeed differences in productivity 

among countries.  

 

 

Graph 2: Productivity per country 
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The next question is whether there are also differences in the overall quality of management 

and the six TM practices. Graphs 2 to 8 show the means of these practices per country. On the 

overall quality of management variable, Japan and the United States (US) score the highest. 

When comparing the overall score on management with the mean of log sales, most countries 

that score higher on management indeed have a higher productivity level. This however does 

not mean yet that there is a causal relationship between the two, especially because not all 

countries that score high on management have higher sales. On the TM practices, different 

countries score high on different practices. When looking at the overall importance of 

managing human capital within a company for example, Japan scores by far the highest. This 

indicates that the interviewers thought that the practices used in Japan were very good. It is 

interesting to note that Canada, even though having the highest productivity, receives one of 

the lowest scores on this practice. There is a lot of fluctuation in which country scores the 

highest on a practice, so it is not possible to clearly see who performs the best. It is however 

clear to see that there are indeed differences between the management practices of countries. 

Because not all the countries that score high on sales score high on management practices, it 

can be expected that the different management practices also have a different effect on 

productivity, if they indeed have an effect. 

 

 

Graph 3: Quality of overall management per country  
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Graph 4: Mean of managing human capital     Graph 5: Mean of rewarding high performers 

 

 
Graph 6: Mean of removing poor performers    Graph 7: Mean of promoting high performers 

 

 
 

Graph 8: Mean of attracting human capital     Graph 9: Mean of  retaining human capital 
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When looking at the effect of management practices on the productivity of a country, this 

research will first determine which other factors have an influence on sales. Table 1 adds 

different variables to the effect of the average management on the log of sales. These 

variables are the type of industry the company is in, the log of total percentage of employees 

with a degree, the log of employees, the log value of tangible fixed assets and a reliability 

factor. Next to these variables, the fixed effect on different countries is included
11

. The result 

shows that even adding these other influencing factors, the average management score has a 

positive and significant influence on the log of sales. If the quality of management increases 

by one unit, the log of sales increases by 0.27. Increasing the score for overall management 

however is expected to be rather difficult since the interviewers took all management 

practices in the company into account for this evaluation. In order to change the overall score 

would mean that the company would have to change the larger part of all the different 

practices.  

 

 (1) (2) (3) (4) (5) (6) 

VARIABLES Log Sales Log Sales Log Sales Log Sales Log Sales Log Sales 

       

Management 0.75*** 0.76*** 0.35*** 0.34*** 0.27*** 0.27*** 

 (11.25) (11.75) (8.44) (8.24) (8.69) (8.21) 

Industry  -0.00** 0.00** 0.00** 0.00 0.00 

  (-2.23) (2.70) (2.66) (1.00) (0.99) 

Tangible fixed assets   0.64*** 0.63*** 0.36*** 0.36*** 

   (29.09) (29.18) (7.54) (7.54) 

% employees w. degree    0.03* 0.05*** 0.05*** 

    (1.95) (3.86) (4.01) 

Log employees     0.60*** 0.60*** 

     (10.89) (10.91) 

Reliability      -0.00 

      (-0.48) 

Constant 8.20*** 8.49*** 3.52*** 3.52*** 2.96*** 2.99*** 

 (40.40) (29.13) (17.86) (18.22) (12.79) (13.27) 

       

Observations 6,339 6,339 6,339 6,339 6,339 6,339 

R-squared 0.308 0.312 0.681 0.681 0.752 0.752 

R2_adj 0.306 0.310 0.680 0.680 0.751 0.751 

Robust t-statistics in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
Table 1: Effect of quality of overall management on productivity 

 

                                                      
11 To increase readability of the table, the dummy results are not shown in table 1.  
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 (1) (2) (3) (4) (5) (6) 

VARIABLES Log sales Log sales Log sales Log sales Log sales Log sales 

       

Manage human capital 0.11*** 0.07*** 0.07*** 0.06** 0.04* 0.04* 

 (6.49) (3.4) (3.33) (2.46) (1.98) (1.97) 

Reward high performers  0.08*** 0.08*** 0.06** 0.05** 0.05* 

  (3.32) (3.01) (2.62) (2.12) (2.10) 

Remove poor performers   0.01 0.00 -0.00 -0.00 

   (1.06) (0.28) (-0.22) (-0.21) 

Promote high performers    0.05** 0.03 0.03 

    (2.55) (1.50) (1.52) 

Attract human capital     0.08*** 0.08*** 

     (4.09) (3.96) 

Retain human capital      0.00 

      (0.06) 

Industry 0.00 0.00 0.00 0.00 0.00 0.00 

 (1.53) (1.17) (1.17) (1.08) (0.99) (0.99) 

Tangible fixed assets 0.37*** 0.36*** 0.36*** 0.36*** 0.36*** 0.36*** 

 (7.42) (7.43) (7.42) (7.42) (7.40) (7.34) 

% employees w. degree  0.05*** 0.05*** 0.05*** 0.05*** 0.05*** 

  (4.45) (4.50) (4.56) (4.45) (4.46) 

Log employees 0.60*** 0.60*** 0.61*** 0.61*** 0.61*** 0.61*** 

 (10.69) (10.71) (10.70) (10.78) (10.72) (10.67) 

Reliability 0.026*** 0.02* 0.01* 0.01 0.01 0.01 

 (2.98) (2.04) (2.02) (1.63) (1.06) (1.09) 

Constant 3.21*** 3.11*** 3.09*** 3.05*** 2.99*** 2.99*** 

 (14.71) (13.38) (13.69) (13.26) (13.11) (12.84) 

       

Observations 6,339 6,339 6,339 6,339 6,339 6,339 

R-squared 0.744 0.748 0.748 0.748 0.749 0.749 

R2_adj 0.743 0.747 0.747 0.747 0.748 0.748 

Robust t-statistics in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
Table 2: Effect of TM practices on productivity 

 

After looking at the overall average management, this research looks at the effect of the 

different TM practices. These results are presented in table 2. The importance of managing 

human capital has a positive, albeit rather small, influence on the log of sales. If the score on 

this practice goes up by one unit, the log sales will increase with 0.04. The direction of this 

change can also be seen when comparing graph 1 and 3, in which countries with a higher 

score on this TM practice appear to have a higher productivity. Increasing the importance of 

human capital is probably the first thing to change since deciding to change one of the talent 
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management practices will likely be the result of the decision to start focusing on human 

capital. The approach of identifying the high performers and rewarding them accordingly also 

has a small significant positive effect on the log of sales. Improving this practice with one unit 

will lead to an increase of 0.05 in log of sales.  

 

The way of removing poor performers has a very small negative influence on the log of sales. 

Increasing this practice by one unit leads to an insignificant decrease of 0.003. The strength of 

the base on which high performers are promoted has a positive influence on sales, which is 

significant until the TM practices of attracting and retaining human capital are added. The 

strength of the employee value proposition has a positive effect on the sales of a company. 

Increasing the quality of this practice by one unit will lead to an increase of 0.08 in the log of 

sales. The way companies retain their talent has no significant effect on the productivity of a 

company. The different TM practices thus have very different effects on the eventual sales of 

the company. Increasing only one of these practices does not always increase the productivity 

of the company. The ways of attracting human capital and of rewarding high performers 

appear to have the largest effect. 

 

The differences in TM practices between countries could indicate that the country the 

company is in influences the management practices that are used, or at least the quality of the 

practices. Certain management practices might work better in one country than in another. 

Graphs 10 to 15 show that there are differences between countries when looking at 

importance attributed to the institutions of family, friends, leisure time, politics, work and 

religion. There is no clear trend between the countries that score high on the value of family 

and those who do not. When looking at the score of the value of friendship however, 

developed Western countries tend to score higher than Southern European or Southern 

American countries. This is in line with the movement from traditional values to an 

environment with secular values. Overall almost all countries have a high score on the 

importance of leisure time, besides China and Great Britain. There is no clear trend in any of 

the other values, the results are rather scattered. However, it is clear to see that there are 

indeed differences between countries. 
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Graph 12: Mean importance of leisure     Graph 13: Mean importance of politics 

 

Graph 14: Mean importance of work     Graph 15: Mean importance of religion  
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Tables 3 and 4 show the influence of the importance of family, friends, leisure time, politics, 

work and religion on the score of average management and the TM practices. Table 3 shows 

that when family is valued as more important, this has a large positive effect on the average 

quality of management. A higher importance of friends has a similar result. If leisure time has 

a higher value however, this has a negative influence on the average management. This might  

be caused by the tendency of putting less extra effort in the company to keep more time open 

for leisure. Politics has a positive influence on overall management but the importance of 

work has a negative influence. Perhaps if the work ethic is high, there is less need to have 

proper management practices in place or the focus might be more on the actual production 

instead of management.  

 

 (1) (2) (3) (4) (5) (6) 

VARIABLES Management  Management  Management Management  Management  Management  

       

Family 0.94*** 0.83*** 0.70*** 0.71*** 0.74*** 0.84*** 

 (9.54) (8.53) (6.10) (6.21) (6.42) (4.02) 

Friends  0.64*** 0.80*** 0.75*** 0.68*** 0.66*** 

  (13.37) (8.92) (8.21) (6.92) (6.59) 

Leisure   -0.09** -0.12*** -0.08* -0.08* 

   (-2.12) (-2.65) (-1.75) (-1.68) 

Politics    0.12*** 0.12*** 0.09* 

    (3.68) (3.60) (1.70) 

Work     -0.10** -0.11** 

     (-2.01) (-2.06) 

Religion      -0.01 

      (-0.54) 

Constant -0.60 -2.35*** -2.12*** -2.18*** -1.81*** -2.03*** 

 (-1.56) (-5.88) (-5.12) (-5.28) (-3.98) (-3.30) 

       

Observations 6,339 6,339 6,339 6,339 6,339 6,339 

R-squared 0.014 0.041 0.042 0.044 0.045 0.045 

R2_adj 0.0140 0.0409 0.0415 0.0433 0.0438 0.0437 

t-statistics in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
Table 3: effect of values on quality of overall management 
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 (1) (2) (3) (4) (5) (6) 

VARIABLES Manage human 

capital 

Reward high 

performers 

Remove poor 

performers 

Promote high 

performers 

Attract human 

capital 

Retain human 

capital 

       

Family 0.77** 2.50*** 0.99*** 1.37*** 1.56*** -0.27 

 (2.42) (7.89) (3.21) (4.65) (5.47) (-0.87) 

Friends 0.56*** -1.84*** -0.35** 1.35*** -0.21 -0.32** 

 (3.68) (-12.05) (-2.36) (9.44) (-1.50) (-2.10) 

Leisure -0.21*** 0.56*** 0.11 -0.21*** 0.41*** 0.14* 

 (-2.95) (7.96) (1.59) (-3.20) (6.48) (1.92) 

Politics 0.28*** 0.35*** 0.11 -0.22*** -0.07 0.65*** 

 (3.32) (4.23) (1.37) (-2.81) (-0.89) (7.94) 

Work -0.29*** -0.92*** -0.64*** -0.13* -0.49*** -0.69*** 

 (-3.67) (-11.75) (-8.37) (-1.77) (-6.92) (-8.80) 

Religion -0.04 -0.23*** 0.12*** -0.09** -0.02 0.33*** 

 (-1.12) (-5.74) (3.19) (-2.51) (-0.52) (8.22) 

Constant -1.27 0.42 1.69* -4.98*** -1.60* 4.18*** 

 (-1.35) (0.45) (1.86) (-5.71) (-1.90) (4.51) 

       

Observations 6,339 6,339 6,339 6,339 6,339 6,339 

R-squared 0.025 0.063 0.037 0.050 0.031 0.045 

R2_adj 0.0241 0.0626 0.0364 0.0488 0.0304 0.0438 

t-statistics in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
Table 4: effect of values on quality of talent management practices 

 

Table 4 shows overall similar effects of the different values on the importance of practices 

directed at human capital within a company. Again a higher importance of leisure time and 

work has a negative effect on this TM practice. The quality of this TM practice probably has a 

large influence on the overall score of management. The more time is spend on developing 

TM practices, the better these practices will develop.   

 

The way of identifying high performers and rewarding them accordingly responds different to 

the values. Again the importance of family has a positive effect, however the importance of 

friends has turned into a negative influence. This might be caused by the fact that rewarding 

some workers over others has a negative influence on the relationships at work, which for 

some employees comes close to a friendship (Berman, West & Richter Jr., 2002). The 

importance of leisure time has a positive influence on this TM practice, which might be 

explained by the fact that people who value their leisure time more are more organized and 

work more efficient to be able to make the most out of their free time. They might also be 
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more structured in indicating who performs well. The negative influence of the importance of 

work could again indicate that if the importance of work is high, there is less need to stimulate 

the workers to do their work well by rewarding high performers. The influence of the 

importance of religion on the different TM practices is rather hard to explain. It might be the 

case that if religion is more important, people are indeed more religious and attribute success 

less to individual effort and more to a higher purpose.  

 

The next column shows the effect of the values on the way companies deal with employees 

with lower performances. Family again has a positive influence, which in this case might be 

rather odd since it would be expected that if family is highly valued, it would be harder to 

remove poor performers, especially if they are the breadwinners of a family. As would be 

expected, the value of friends has a negative influence on this TM practice. When the 

importance of friends is high, people would feel worse to fire a ‘work-friend’ than when 

having friends is less important. The importance of leisure time and politics have a small 

insignificant effect. The importance of work has a negative influence on removing poor 

performers; when a country on average thinks it is important to work, it is harder to fire 

people.  

 

Whether promotion is performance based is also influenced by differences in values. The 

importance of family and friends has a rather large and positive influence on the practice of 

promoting the high performers. Again if leisure time is valued as very important, this has a 

negative influence on the TM practice. In this case this could be explained by the fact that if 

free time is very important, employees might think that they earn a promotion based on the 

amount of time they have worked at a company instead of based on their performance. The 

importance of politics, work and religion have small negative influences on promoting high 

performers. 

 

The fifth column shows that the importance of the institutions also has an effect on the 

strength of the value proposition for new employees. This influences how a company attracts 

new talent to the organization. The importance of family again has a positive effect on the TM 

practice. If family is important, people might want to spend more time with them instead of 

spending that time at work, changing the way organizations have to try and find high 

performers. If employees value their free time a lot, the firm would have to make a larger 
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effort to attract them to their company; so a higher importance of leisure time leads to better 

value propositions. If employees however value work more, there is less need to convince 

them to start working.  

 

The influence of the different values on the practices of firms to keep their talent are shown in 

the last column. Family has a small insignificant negative effect. The effect of the importance 

of friends is negative and significant, this might be explained by the fact that employees who 

want to spend a lot of time with their friends do not want their employer putting too much 

pressure on them. What is interesting is that politics have a significant positive effect, 

however it is hard to explain this result. The importance of work has a negative effect, if 

employees value their work a lot the company has to put less effort into keeping them.  

 

The differences in values do have an influence on the quality of the TM practices. However, 

the way they influence them differ per practice and per value. Plus, when looking at the R-

squared of the results, they can only explain a very small portion of it. Out of the six TM 

practices, the rewarding of high performers is influenced the most by the values. The 

importance of family has a positive influence on all TM practices, except the way 

organizations retain their human capital. If work is more important, firms focus and perform 

less on the TM practices. Organizations might see less of an added value of investing in 

management practices if their employees already want to work hard because of their values. 

  

The last question remaining is whether the importance of family, friends, leisure time, 

politics, work and religion have a direct influence on the productivity of a company. The 

importance of friends shows to have a large positive effect on the productivity of a firm, see 

table 5. This might be caused by the fact that people who have positive relations at work, are 

more productive and more motivated to reach their goals, which is good for the productivity 

of the firm (Berman et al., 2002). Sales are negatively influenced by the value of leisure time. 

This could be explained by the fact that if workers value their time off work more than their 

time at work, they tend to work less hard. The importance of work shows the opposite effect; 

if they value their work, a lot of employees work harder. The largest effect on sales comes 

from the importance of friends and the importance of work. The 5 countries with the highest 

score on the value of friends are Northern Ireland, the Republic of Ireland, Sweden, Canada 

and the US. Canada, the US and Sweden are also in the top 5 countries with the highest log of 
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sales. However, work is valued the most in Argentina, Brazil, Greece, France and Italy; none 

of which are in the top 5 based on sales. The conclusion is that even though the values have 

an influence on the productivity of a country, it is assumed that there are many more factors 

that are not in this equation that also influence it. 

 

 (1) (2) (3) (4) (5) (6) 

VARIABLES Log sales Log sales Log sales Log sales Log sales Log sales 

       

Family 1.06*** 0.91*** 0.29* 0.30* 0.04 -1.32*** 

 (7.27) (6.42) (1.73) (1.77) (0.22) (-4.48) 

Friends  1.44*** 2.19*** 2.26*** 3.11*** 3.31*** 

  (20.22) (16.49) (16.80) (22.19) (22.93) 

Leisure   -0.43*** -0.40*** -0.74*** -0.79*** 

   (-6.71) (-5.99) (-11.16) (-11.79) 

Politics    -0.16*** -0.20*** 0.14* 

    (-3.20) (-4.21) (1.81) 

Work     1.31*** 1.34*** 

     (17.49) (17.91) 

Religion      0.21*** 

      (5.55) 

Industry 0.00*** 0.00*** 0.00*** 0.00*** 0.00*** 0.00*** 

 (6.19) (4.87) (4.39) (4.44) (5.81) (5.78) 

Tangible fixed assets 0.47*** 0.42*** 0.43*** 0.42*** 0.42*** 0.42*** 

 (47.62) (43.41) (44.00) (43.27) (44.19) (43.49) 

% employee degree 0.01 0.02*** 0.03*** 0.04*** 0.03*** 0.04*** 

 (1.05) (2.61) (4.03) (4.31) (4.09) (4.45) 

Log employees 0.52*** 0.56*** 0.54*** 0.56*** 0.60*** 0.60*** 

 (35.96) (39.49) (38.50) (37.75) (41.04) (41.21) 

Reliability 0.09*** 0.073*** 0.08*** 0.07*** 0.05*** 0.05*** 

 (11.26) (9.20) (9.55) (9.13) (6.83) (6.97) 

Constant -1.45** -5.37*** -4.24*** -4.28*** -9.53*** -6.24*** 

 (-2.57) (-9.26) (-7.05) (-7.12) (-14.45) (-7.05) 

       

Observations 6,339 6,339 6,339 6,339 6,339 6,339 

R-squared 0.667 0.687 0.689 0.690 0.704 0.705 

R2_adj 0.666 0.686 0.689 0.689 0.703 0.705 

t-statistics in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
Table 5: Effect values on productivity 
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5. Conclusion 

 

So there are indeed differences between countries in terms of productivity, quality of 

management practices and the importance of the institutions of family, friends, leisure time, 

politics, work and religion. On average the quality of overall management practices has a 

positive influence on the productivity of a company and thus of a country. Productivity is also 

positively influenced when a company puts more emphasis on the development of TM 

practices. Developing a good employee value proposition also leads to higher productivity 

since a company will attract the right talent. The largest positive influence however is when 

high performers are better identified and promoted based on their accomplishments. 

Employees get the feeling that they’re appreciated for the effort they put into the organization. 

Removing underperformers however has a negative influence on the productivity of a 

company. Based on these results, it is advisable to focus on TM practices and especially on 

attracting the right employees and keeping a close eye on them to be sure to promote them 

when they deserve it. 

 

The importance of family, friends, leisure time, politics, work and religion influence the 

quality of TM practices. However, this influence is rather small and not decisive. The quality 

of identifying and promoting the best employees, which is also the trait that is very important 

for the productivity of a company, is especially influenced by the values. The importance of 

family and leisure time play a positive role in the quality of this TM practice. Family overall 

has a positive influence on all practices besides retaining human capital, while work has a 

negative influence on all. The latter is easily explained because when work is important, 

companies see less of a necessity in motivating their employees since the motivation is 

already there.  

 

The effect of the values on productivity shows that there are a lot more factors to take into 

account to get a good view of what influences the sales. However, these results already show 

that the importance of friendship has a positive effect on the productivity of a company. The 

tradeoff between the importance of leisure time and work however indicates a large influence 

on whether people are more or less willing to work hard resulting in higher sales. These 

results show that a company should keep the values of the country in which the firm is located 

in mind when developing their strategy. 
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There are a number of limitations to this study. First of all, several factors were not included 

that have a huge influence on the productivity of a company, such as overall competition, the 

economic environment, labor regulation within a country and the status of a company. 

Additionally, there is the danger of reverse causality; do the values only influence the 

productivity of the companies within a country or does this also work the other way around. 

Or it could be the case that other pre-existing differences are influencing the productivity 

(Cappelli & Neumark, 2001). Another reverse causality effect is that if a company is more 

productive, they presumably have more money to invest in higher quality TM practices. 

Another limitation to this study is the small sample of countries with different amounts of 

companies per country. This highly influences the results, it could for instance affect the 

sometimes rather strange results on the quality of TM practices and the productivity of 

countries.  

 

There are multiple opportunities for further research; to start, more control variables should be 

added to the models to get a better view of the productivity of companies and countries. 

Moreover, an increased sample of companies would have to be included in the research to 

establish a more realistic view of a country. Ideally, there should be a similar number of 

companies per country. Besides the countries that were evaluated in this research, more 

countries could be added to get a better overview of what happens around the world. Looking 

at different combinations of TM practices would further explore the effect of synergies 

between practices. Especially the effect of other practices on the importance of managing 

human capital would be interesting. This research looked at the effect of the importance of 

family, friends, leisure time, politics, work and religion. In a subsequent research one could 

include more elaborate descriptions of these values or more and other values. Especially the 

effect of how people value friendships and leisure time would be interesting to dive further 

into.  

 

The current economy only increases the importance of deciphering what influences 

productivity and how companies can improve theirs. Proving that management in general and 

TM practices in particular have a large influence on productivity will add greatly to this 

research. Based on the predominant values within a country, companies will have a better 
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knowledge of which practices to focus on. The war for talent is not over yet, but this research 

will help arm companies battling for human capital.  
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7. Appendix 

 

7.1 Questions World Management Survey 
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7.2 Mean of importance of Family, Friends, Leisure, Politics, Work and Religion per 

country 

 

Family Friends Leisure Politics Work Religion 

Argentina 1,11226 1,5654 1,77343 2,931 1,35324 2,16787 

Australia 1,06956 1,46223 1,60808 2,4899 1,86537 2,73149 

Brazil 1,14324 1,76486 1,8973 2,48108 1,35608 1,59459 

Canada 1,06546 1,3814 1,6888 2,55787 1,71869 2,18548 

Chile 1,10905 2,21605 1,66872 3,16667 1,46708 2,01029 

China 1,19679 1,82731 2,36948 2,3759 1,66024 3,20482 

France 1,15707 1,50052 1,75812 2,62304 1,41152 2,74869 

Germany 1,23177 1,54511 1,906 2,67693 1,75419 2,92274 

Great Britain 1,07065 1,34565 1,67283 2,70109 1,98804 2,65978 

Greece 1,14549 1,5806 1,58197 2,4918 1,40574 1,72541 

Ireland 1,10853 1,27464 1,52049 2,73976 1,70764 2,17276 

Italy 1,06879 1,59446 1,83162 2,77618 1,42197 1,9692 

Japan 1,08195 1,59801 1,66445 2,16611 1,63898 3,18494 

Northern Ireland 1,08932 1,26362 1,58388 2,88017 2,15251 2,21133 

Poland 1,06845 1,71337 1,87701 2,9016 1,54011 1,68449 

Portugal 1,25703 1,74559 1,97319 3,11576 1,63048 2,16939 

Sweden 1,09447 1,31357 1,51055 2,29648 1,5799 2,91457 

United States 1,0571 1,44698 1,75285 2,42904 1,96737 1,88989 

 


